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negotiated minimum portion of the claimed exempt proceeds to be 
paid to unsecured creditors and administration costs. The agreement 
also provided that, if the exemption was not allowed by the court, 
the full amount of the unsecured portion of the proceeds would be 
paid. After the agreement was reached, the checks of the proceeds 
were turned over to the FSA. The creditor argued that the proceeds 
were no longer property of the debtor and that the dispute over the 
exemption was moot. The appellate court held that payment of the 
checks to the FSA did not override the stipulated agreement nor 
govern the eligibility of the unsecured proceeds for the exemption. 
On remand to the Bankruptcy Court, the court looked at whether 
the proceeds of the sale of the crop were eligible for the exemption 
under Minn. Stat. § 550.37(13) as earnings. The Bankruptcy Court 
held that the proceeds of the crops were earnings to the debtor 
 
 BANkRUPTCy
GENERAL
 EXEMPTIONS.
 EARNINGS. The debtor filed for Chapter 12 and identified 
one of the bankruptcy assets as the proceeds from the sale of crops. 
The proceeds were subject to the secured claims of the FSA and 
the debtor claimed an exemption in most of the proceeds under 
Minn. Stat. § 550.37(13) as exempt earnings. Another creditor 
and the trustee objected to the exemption; however, the creditor, 
trustee and the debtor stipulated an agreement which provided for a 
Agricultural Law Digest 43
CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr
Letter to the Iowa Congressional Delegation
 Those who would like to see the “small partnership” exception continue beyond 2017 are encouraged to communicate 
with their Congressional Delegation.
To: Sen. Charles Grassley; Sen. Joni Ernst; Rep. Rod Blum; Rep. David Loebsack; Rep. David Young; Rep. Steve King
Dear Senators and Representatives:
 Rarely, have I been driven to correspond with our Senators and Representatives in Congress. But a recent development has made that 
necessary. A highly important provision, enacted in 1982 as part of the Tax Equity and Fiscal Responsibility Act of 1982 was slipped 
into the Bipartisan Budget Act of 2015, Pub. L. No. 114-74, § 1101(a), 129 Stat. 584 (2015), and passed along with the rest of the Act. 
The provision, which has been relied upon since enactment by farmers and other small businesses is found in Section 6231(a)(1)(B) of 
the Internal Revenue Code and has become known as the “small partnership” exception. 
 First, let me say that it is highly unusual for an important tax issue to be lodged in the massive budget bill although it is probably 
done. Moreover, there were no hearings preceding the enactment and those of us who monitor fairly closely the various tax bills were 
taken totally by surprise.
 But let me explain what is involved. In 1967 I was a member of a small task force appointed by the Department of the Treasury to 
provide ideas on how to reduce tax sheltering including tax sheltering in the agricultural sector. We provided several ideas which were 
mostly enacted in 1969, 1976, 1982 and 1986.  During the 1970s, the Congressional Committees focused heavily on the way partnerships, 
principally limited partnerships, were being employed in the bulk of the tax shelters. That led to several hearings which made it clear that 
tougher rules would be forthcoming governing partnerships. That alarmed a small group of Senators and Representatives who, according 
to the committee reports, succeeded in getting drafted and included in the Tax Equity and Fiscal Responsibility Act of 1982, a provision 
for simplification of tax reporting for those operating as partnerships and more recently, operating as limited liability companies. As 
recited in Rev. Proc. 81-11, § 2.04, 1981-1 C.B. 651:
The committee reports indicate that Congressional intent was not to impose additional filing requirements on existing small 
partnerships of the type that historically had not filed partnership returns, e.g., a small family farm partnership, a small, family-
owned retain store, or in some cases, co-ownership of property.
The statutory provision, included in TEFRA, simply provided that, for eligible entities, income, losses, credits and other tax items 
would pass through to the appropriate schedule on Form 1040. Thus, there was no revenue loss for the United States Government, but 
it provided a very simple procedure for tax filing for the taxpayer. That provision, in Section 6231(a)(1)(B), was used in the 34 years 
following by hundreds and hundreds of farmers and small businesses. It was a regular item in my all-day seminars for lawyers, CPAs 
and accountants since 1982.
 The surprise inclusion of repeal of the “small partnership” provision in the Bipartisan Budget Act of 2015, § 1101(a) was a great 
surprise to those of us who are involved in helping small business and farm taxpayers understand the tax law, which has grown more 
and more complicated. To put it even more bluntly we were shocked and dismayed. At a time when we hear talk of tax simplification, 
the repeal would eliminate, in my opinion, the most obvious and successful tax simplification move ever and it had been in use for 34 
years with great success.
 Therefore, on behalf of small taxpayers everywhere, I plead with you to do what you can to repeal the offensive provision which is 
scheduled to go into effect after 2017. Please accept my thanks for whatever you can do to eliminate this provision as soon as possible 
so that tax planning will not need to be changed to a more expensive and complicated procedure.
Sincerely yours,
Neil E. Harl
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and thus eligible for the exemption.   In re Seifert, 2016 Bankr. 
LEXIS 241 (Bankr. D.  Minn. 2016), on rem. from, 533 B.R. 
265 (Bankr. 8th Cir. 2015)
FEDERAL FARM
PROGRAMS
 ORGANIC FOOD. The The AMS has issued the 2016 
Sunset Review submitted to the Secretary of Agriculture through 
the AMS National Organic Program by the National Organic 
Standards Board (NOSB) following the NOSB’s October 2014 
and April 2015 meetings. The 2016 Sunset Review pertains to 
the NOSB’s review of the need for the continued allowance for 
seven substances on the USDA National List of Allowed and 
Prohibited Substances. Consistent with the NOSB’s review, this 
publication provides notice on the renewal of five synthetic and 
two nonsynthetic substances on the National List, along with any 
restrictive annotations. For substances that have been renewed on 
the National List, this document completes the 2016 National List 
Sunset Process. 81 Fed. Reg. 8821 (Feb. 23, 2016).
 FEDERAL ESTATE
AND GIFT TAXATION
 PORTABILITy. The decedent died, survived by a spouse, 
on a date after the effective date of the amendment of I.R.C. § 
2010(c), which provides for portability of a “deceased spousal 
unused exclusion” (DSUE) amount to a surviving spouse. To 
obtain the benefit of portability of the decedent’s DSUE amount 
to the spouse, the decedent’s estate was required to file Form 706, 
United States Estate (and Generation-Skipping Transfer) Tax 
Return, on or before the date that is 9 months after the decedent’s 
date of death or the last day of the period covered by an extension. 
The decedent’s estate did not file a timely Form 706 to make 
the portability election. The estate discovered its failure to elect 
portability after the due date for making the election. The spouse, 
as executrix of the decedent’s estate, represented that the value of 
the decedent’s gross estate is less than the basic exclusion amount 
in the year of the decedent’s death and that during the decedent’s 
lifetime, the decedent made no taxable gifts. The spouse requested 
an extension of time pursuant to Treas. Reg. § 301.9100-3 to elect 
portability of the decedent’s DSUE amount pursuant to I.R.C. § 
2010(c)(5)(A). The IRS granted the estate an extension of time 
to file Form 706 with the election. Ltr. Rul. 201607012, Nov. 3, 
2015; Ltr. Rul. 201607013, Nov. 3, 2015; Ltr. Rul. 201607019, 
Oct. 20, 2015; Ltr. Rul. 201607024, Oct. 20, 2015; Ltr. Rul. 
201608008, Nov. 6, 2015; Ltr. Rul. 201608010, Nov. 6, 2015.
 TRUSTEE LIABILITy FOR TAX. The taxpayer established 
a trust for the taxpayer’s children, funded with stock options. The 
taxpayer served as trustee and failed to file a trust tax return for 
1999. The taxpayer caused the trust to distribute trust funds to 
the taxpayer which caused the value of the trust property to fall 
below the taxes owed by the trust. The taxpayer continued to 
withdraw funds from the trust  over 10 years, preventing the 
trust from ever having sufficient funds to pay the taxes. The 
funds were spent for personal expenses of the family. Under 31 
U.S.C. § 3713(a)(1)(A)(i), a representative of a trust is liable for 
the debt to the United States if the representative pays another 
non-governmental debt without first paying the United States 
debt. Under 31 U.S.C. § 3713(b), the representative is liable 
for the entire debt to the United States if a reasonably prudent 
person  would have or should have known about the United 
States debt. Thus, the court held that the taxpayer was aware 
of the taxes owed by the trust and failed to maintain sufficient 
funds in the trust to pay the taxes while paying for personal and 
family obligations. The court held that the taxpayer was liable for 
the entire tax obligation of the trust. The court also approved of 
assessment of prejudgment interest on the tax debt because (1) 
the taxpayer prevented the IRS from collecting the trust funds, 
(2) the taxpayer used the trust funds for personal purposes, and 
(3) the IRS incurred additional costs in having to bring suit to 
collect the taxes from the taxpayer. United States v. Read, 
2016-1 U.S. Tax Cas. (CCH) ¶ 50,191 (D. Conn. 2016).
FEDERAL INCOME 
TAXATION
 CORPORATIONS
  CONSTRUCTIVE DIVIDENDS. The taxpayers, husband 
and wife owned two corporations, one of which operated a 
carpet sales business and the other was formed to develop and 
sell an automated hand-washing system for restaurants. The 
second corporation hired a computer technician who was tasked 
with developing the computer software for the hand-washing 
system. The technician also performed computer maintenance 
services for the carpet company.  The husband owned the patent 
on the hand-washing system but the second corporation owned 
the system itself. The taxpayers claimed the wages paid to the 
technician as employee expenses for the carpet business but 
the IRS disallowed the deduction to the extent the technician 
performed services for the second corporation. The court held 
that the wages paid to the technician by the carpet company 
were not reasonable and necessary expenses because the carpet 
company received no benefit from the development of the hand-
washing system. In addition, because the husband owned the 
second corporation, payment of the technician’s wages by the 
carpet company were held to be constructive dividends paid 
to the husband. key Carpets, Inc. v. Comm’r, T.C. Memo. 
2016-30.
  MUTUAL INSURANCE COMPANY STOCK. The 
taxpayers, husband and wife, created a trust and used the trust to 
purchase life insurance policies on their lives. The policies were 
all purchased from mutual insurance companies. The companies 
demutualized and the trust received shares of the companies 
in exchange for its membership interest in the companies. The 
trust then sold some of the shares. Initially, the trust claimed 
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all of the proceeds as taxable but later filed for a refund based 
on the argument that the basis of the stock membership rights 
in the insurance company had value for which a portion of the 
premiums paid. The court found, however, that the taxpayers 
failed to provide any evidence to determine how much of each 
premium was paid for the membership rights. The court held 
that the trust did not have any tax basis in the mutual insurance 
membership rights exchanged for the stock derived from the 
demutualization.  Reuben v. United States, 2016-1, U.S. Tax 
Cas. (CCH) ¶ 50,187 (9th Cir. 2016).
 COURT AWARDS AND SETTLEMENTS. The taxpayer 
was a postal worker who filed an administrative claim with the 
U.S. Post Office for employment discrimination under the Civil 
Rights Act of 1964. The taxpayer had been injured while working 
and alleged that the USPS discriminated against the taxpayer 
because of the resulting disability. The administrative law judge 
awarded the taxpayer $70,000 for emotional stress and noted that 
the taxpayer “suffered from depression, anxiety, sleep problems, 
and post-traumatic stress disorder, and that the conditions were 
either caused by and/or exacerbated by the actions which were 
found to be discriminatory.” The taxpayer did not include the 
award in taxable income, arguing that the emotional distress was 
related to the physical injury. The court found that the award 
for emotional distress was related solely to the discriminatory 
actions of the employer and were not related to the physical 
injuries which were not part of the claim; therefore, the award of 
$70,000 was taxable income. Barbato v. Comm’r, T.C. Memo. 
2016-23.
 DISABILITy PAyMENTS. A state law required employers 
to either participate in a statewide pension plan or create a plan 
which meets other state law. One such statute provides that an 
employee who is not eligible for the normal retirement pension 
or a local defined benefit retirement pension and who becomes 
totally or occupationally disabled shall be retired from active 
service for disability and shall be eligible to receive disability 
benefits under state law. The annual disability benefits provided 
are based on a certain percentage of an employee’s annual base 
salary paid to the employee immediately preceding retirement 
and an additional amount if the employee had a spouse and 
dependent children at the time of the disability. The IRS ruled 
that the fact that the amount received as a disability retirement 
pension is computed with regard to the employee’s salary prior 
to retirement does not disqualify the payment from being in the 
nature of workmen’s compensation. See Rev. Rul. 85-104, 1985-2 
C.B. 52; Rev. Rul. 68-10, 1968-1 C.B. 50. Because the disability 
payments are not determined in reference to the employee’s age, 
length of service or prior contributions, the disability payments 
are excludible from the employee’s gross income under I.R.C. 
§ 104(a)(1). Ltr. Rul. 201606020, Nov. 6, 2015.
 EMPLOyEE EXPENSES. The taxpayer was a county 
superior court judge who was paid a salary by the county. Much 
of the funding for the county courts was obtained through fees 
charged to litigants and other using the court system. Because 
of severe budget cuts, the taxpayer had to pay for many items at 
work in order to perform the duties of a judge, including office 
supplies, travel and office equipment. The taxpayer, on advice of 
an accountant, claimed a deduction for these expenses “above the 
line” on line 24 of Form 1040 as “Certain business expenses of 
reservists, performing artists, and fee-basis government officials.” 
The issue was whether the taxpayer’s employment was as a “fee-
basis government official” under I.R.C. § 62(a)(2)(C). The court 
noted Rev. Rul. 74-608, 1974-2 CB 275 which provides that a 
public official is compensated by fees if the official receives the 
fees directly from the public. The court found that, although fees 
were used to fund the county courts, the taxpayer was not a fee-
based official because the taxpayer did not receive any of the fees. 
Jones v. Comm’r, 146 T.C. No 3 (2016).
 HEALTH INSURANCE. The IRS has published information 
on the small business health care tax credit under the Affordable 
Care Act, which can benefit small employers who provide 
health coverage for their employees. The small business health 
care tax credit benefits employers who: (1) have fewer than 25 
full-time equivalent employees, (2) pay an average wage of 
less than $51,600 a year, and (3) pay at least half of employee 
health insurance premiums. The credit percentage is 50 percent 
of employer-paid premiums; for tax-exempt employers, the 
percentage is 35 percent. Small employers may claim the credit 
for only two consecutive taxable years beginning in tax year 2014 
and beyond. For 2015, the credit is phased out beginning when 
average wages equal $25,800 and is fully phased out when average 
wages exceed $51,600. The average wage phase out is adjusted 
annually for inflation. Generally, small employers are required to 
purchase a Qualified Health Plan from a Small Business Health 
Options Program Marketplace to be eligible to claim the credit. 
Transition relief from this requirement is available to certain small 
employers. Health Care Tax Tip 2016-20.
 The IRS has published information on the low income 
exemption  from the shared responsibility payment. The individual 
shared responsibility provision requires taxpayers and each 
member of their family to have health care coverage, have an 
exemption from the coverage requirement, or make an individual 
shared responsibility payment for any month without coverage or 
an exemption when filing the federal income tax return. Taxpayers 
do not need to file a return solely to report insurance coverage or 
to claim an exemption if they are not otherwise required to file. 
If a taxpayer is not filing a federal income tax return because the 
gross income is below the return filing threshold, the taxpayer is 
automatically exempt from the shared responsibility provision 
for that year. Taxpayers do not need to file a tax return to claim 
an exemption from coverage and should not make an individual 
shared responsibility payment. If a taxpayer is not required to 
file a tax return for a year but chooses to file one anyway, the 
taxpayer should claim the coverage exemption on Form 8962, 
Health Coverage Exemptions, to be filed with the tax return. 
Health Care Tax Tip 2016-19.
 The IRS has published information on Form 1095-C, Employer-
Provided Health Insurance Offer and Coverage Insurance, which 
provides taxpayers with information about the health coverage 
offered by your employer.  In some cases, it may also provide 
information about whether you enrolled in this coverage. Who will 
get a Form 1095-C? A taxpayer will receive a Form 1095-C, which 
is a new form this year, if the taxpayer was a full time employee 
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working for an applicable large employer last year. An applicable 
large employer is generally an employer with 50 or more full-time 
employees, including full-time equivalent employees. Even if a 
taxpayer was not a full time employee, a taxpayer will receive 
form 1095-C if the employer offered self-insured coverage and 
the taxpayer or a family member enrolled in that coverage. A 
taxpayer might get more than one Form 1095-C if the taxpayer 
worked for more than one applicable large employer last year. 
How does a taxpayer use the information on Form 1095-C? This 
form provides the taxpayer with information about the health 
coverage offered by the employer and, in some cases, about 
whether the taxpayer enrolled in this coverage. If the taxpayer 
enrolled in a health plan through the Marketplace, the information 
in Part II of Form 1095-C could help determine if the taxpayer is 
eligible for the premium tax credit. If the taxpayer did not enroll 
in a health plan through the Marketplace, this information is 
not relevant. If there is information in Part III of Form 1095-C, 
taxpayers should review this information to determine if there 
are months when the taxpayer or family members did not have 
coverage. If there are months the taxpayer did not have coverage, 
the taxpayer should determine if the taxpayer qualifies for an 
exemption from the requirement to have coverage. If not, the 
taxpayer must make an individual shared responsibility payment. 
Taxpayers do not attach Form 1095-C to their tax return - keep 
it with the tax records. What if the taxpayer does not get a Form 
1095-C? A taxpayer  might not receive a Form 1095-C by the 
time the taxpayer is ready to file the 2015 tax return, and it is not 
necessary to wait for it to file. The information on these forms may 
assist in preparing a return.  However, a taxpayer can prepare and 
file a return using other information about the taxpayer’s health 
insurance. The IRS does not issue and cannot provide taxpayers 
with their Form 1095-C. Health Care Tax Tip 2016-23 (revised).
 IRA. The taxpayer owned an IRA held by a brokerage firm. The 
taxpayer wanted to purchase shares of a company in which the 
taxpayer was a director but the brokerage firm refused to make the 
purchase itself. The taxpayer then requested the brokerage firm to 
wire the funds for the stock directly to the company to facilitate 
the purchase of the stock. The company issued the shares to the 
IRA and sent them to the brokerage firm. The time between the 
wiring of the funds and the receipt of the shares by the brokerage 
firm exceeded 60 days and the brokerage firm tried to send the 
share to the taxpayer because it felt the transaction did not meet 
the 60-day rollover period. The court held that the taxpayer never 
received the funds from the IRA and the funds were invested in the 
stock which were titled in the IRA; therefore, no 60-day rollover 
period limitation applied and the transaction did not result in the 
recognition of income to the taxpayer. McGaugh v. Comm’r, 
T.C. Memo. 2016-28.
 NET INVESTMENT INCOME TAX. The IRS has published 
information about the net investment income tax.    The law 
requires a tax of 3.8 percent on the lesser of either net investment 
income or the amount by which a taxpayer’s modified adjusted 
gross income exceeds a threshold amount based on the filing 
status.  A taxpayer may owe this tax if the modified adjusted gross 
income is more than the following amount for the filing status:
Filing Status Threshold Amount
Single or Head of household $200,000
Married filing jointly             $250,000
Married filing separately     $125,000
Qualifying widow(er) with a child $250,000
Net investment income generally includes income such as 
interest, dividends, capital gains, rental and royalty income, 
and non-qualified annuities. This list is not all-inclusive. Net 
investment income normally does not include wages and most 
self-employment income. It does not include unemployment 
compensation, Social Security benefits or alimony. It also does 
not include any gain from the sale of a main home that is excluded 
from income. Refer to Form 8960, Net Investment Income Tax, 
for more information. If a taxpayer owes the tax, the taxpayer 
must file Form 8960 with the federal tax return. If the taxpayer 
had too little tax withheld or did not pay enough estimated taxes, 
the taxpayer may have to pay an estimated tax penalty. IRS Tax 
Tip 2016-28.
 NET OPERATING LOSS. This case involved the 2009 
version of I.R.C. § 172(b)(1)(H) which was repealed in 2014 
by Pub. L. No. 113-295, § 221, 128 Stat. 4010 (2014). In 2009, 
the taxpayers, husband and wife, incurred net operating losses 
but failed to file their 2009 return by its due date, including the 
automatic extension. Prior to filing the 2009 return, the taxpayers 
filed an amended return for 2005 which included NOL carried 
back from 2009. The IRS rejected the amended return on the 
basis that no election to carry back the NOL for four years had 
yet been made on the 2009 return. The legislation enacting I.R.C. 
§ 172(b)(1)(H), Pub. L. No 111-5, 123 Stat. 115 (2009) allowed 
an election to carry NOL back up to five years but also required 
that the election be made on a timely filed return. The taxpayers 
argued that I.R.C. § 6511(h) allowed a tolling of the time to file 
the 2009 return because the taxpayers were financially disabled 
in 2009. The court rejected this argument in that I.R.C. § 6511(h) 
had no bearing on the election requirement of I.R.C. § 172(b)
(1)(H). The court held that, because the taxpayers did not timely 
file their 2009 return, they were limited to the standard two year 
carryback rule and could not deduct the NOL in 2005. McAllister 
v. U.S., 2016-1 U.S. Tax Cas. (CCH) ¶ 50,193 (Fed. Cls. 2016).
  PROPERTy TAXES. The taxpayers, husband and wife, for 
investment purposes owned two parcels of unimproved and 
unproductive real property. The taxpayers hired a tax return 
preparer who failed to inform the taxpayers that there was an 
election, under I.R.C. § 266, to capitalize property taxes paid on 
the two parcels instead of deducting them currently; therefore, 
the taxpayers did not make the election on the first return filed 
after the properties were acquired. Two years later, one of the 
properties was sold and the return preparer learned about the 
Section 266 election. The IRS granted an extension of time to 
file an amended return with the Section 266 election. Ltr. Rul. 
201607005, Nov. 10, 2015.
 RETURNS. The IRS has informed filers not to answer the 
optional compliance questions on Form 5500, Annual Return/
Report of Employee Benefit Plan, and Form 5500-SF, Short 
Form Annual Return/Report of Small Employee Benefit Plan, 
for the 2015 plan year because the questions were not approved 
by OMB. The instructions to Form 5500 have been revised to 
reflect the change: “The IRS has decided not to require plan 
sponsors to complete these questions for the 2015 plan year and 
prior to paying the tax.  Before the IRS takes enforcement action 
to collect a tax debt by levying, for example, the taxpayer’s bank 
account, or immediately after the IRS files a notice of federal tax 
lien in the appropriate state filing location, the IRS must generally 
provide the taxpayer with an opportunity for a hearing before an 
independent Office of Appeals. If the taxpayer disagrees with 
Appeals’ determination, the taxpayer can petition the United States 
Tax Court. IRS Fact Sheet FS-2016-12.
 TAX PROTESTER.  The taxpayer worked as a self-employed 
post-production film compositor.  During 2011, the taxpayer worked 
for three clients and received compensation for the services. Each 
of the clients issued a Form 1099-MISC listing the payments made 
to the taxpayer. The taxpayer was characterized by the court as a 
tax protester and the taxpayer claimed that the compensation was 
not taxable, arguing 27 frivolous arguments, including that the 
taxpayer was not a U.S. citizen but a California National and that the 
payments were merely an even exchange for labor. The court held 
that the payments received for the services were self-employment 
income subject to income and social security taxes. Bruhweiler 
v. Comm’r, T.C. Memo. 2016-18.
 The taxpayer was a self-employed farmer who had not filed a tax 
return since 1991, if ever. The taxpayer was characterized by the 
court as a tax protester. The IRS had made assessments of tax based 
on substitute returns for 1991 through 1997 and sought a judgment 
declaring the assessments of tax, interest and statutory additions as 
a lien against the three farms owned by the taxpayer and allowing 
foreclosure on the liens. After the IRS started collection efforts, 
the taxpayer placed the farms in trusts; however, the taxpayer 
continued to operate the farms as the taxpayer’s own. The court 
found that the trusts were merely a nominee of the taxpayer and 
that the taxpayer had sufficient legal and beneficial interests in the 
trusts for the tax liens to attach to the property in the trusts. United 
States v. Sanders, 2016-1 U.S. Tax Cas. (CCH) ¶ 50,192 (S.D. 
Ill. 2016).
AGRICULTURAL TAX 
SEMINARS
by Neil E. Harl
 See the back page for more information about these seminars. 
Here are the cities and dates for the seminars in 2016:
  May 5-6, 2016 - Quality Inn, Grand Island, NE
  June 20-21, 2016 - Holiday Inn, Indianapolis, IN
  August 17-18, 2016 - Holiday Inn, Council Bluffs, IA
  August 24-25, 2016 - Quality Inn, Ames, IA
  September 15-16, 2016 - Ramkota Hotel, Sioux Falls, SD
  September 22-23, 2016 - Holiday Inn, Rock Island, IL
  October 11-12, 2016 - Atrium Hotel, Hutchinson, KS
 Each seminar will be structured the same as described on the 
back cover of this issue. More information will be posted on www.
agrilawpress.com.
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plan sponsors should skip these questions when completing the 
form.” 2016 ARD 039-13, Feb. 22, 2016.
SAFE HARBOR IN TEREST RATES
March 2016
 Annual Semi-annual Quarterly Monthly
Short-term
AFR 0.65 0.65 0.65 0.65
110 percent AFR 0.72 0.72 0.72 0.72
120 percent AFR 0.78 0.78 0.78 0.78
Mid-term
AFR 1.48 1.47 1.47 1.47
110 percent AFR  1.63 1.62 1.62 1.61
120 percent AFR 1.77 1.76 1.76 1.75
Long-term
AFR 2.33 2.32 2.31 2.31
110 percent AFR  2.57 2.55 2.54 2.54
120 percent AFR  2.80 2.78 2.77 2.76
Rev. Rul. 2016-7, I.R.B. 2016-10.
 S CORPORATIONS
  SECOND CLASS OF STOCK. The taxpayer was an S 
corporation which made disproportionate distributions to its 
shareholders as result of a policy to reimburse the shareholders 
for the anticipated federal income tax liability from their pro 
rata share of S corporation income. The taxpayer’s shares have 
equal rights to liquidation proceeds and distributions and the 
disproportionate distributions violated state law. The shareholders 
repaid the disproportionate distributions. The IRS ruled that, under 
the circumstances, the taxpayer did not create a second class of 
stock causing termination of the S corporation status. Ltr. Rul. 
201608006, Nov. 9, 2015; Ltr. Rul. 201608007, Nov. 9, 2015.
 TAXPAyER RIGHTS.  The IRS has published a Fact Sheet 
on a taxpayer’s Right to Challenge the IRS’s Position and Be 
Heard. Taxpayers have the right to raise objections and provide 
additional documentation in response to formal IRS actions or 
proposed actions, to expect that the IRS will consider their timely 
objections and documentation promptly and fairly, and to receive 
a response if the IRS does not agree with their position. If the IRS 
notifies a taxpayer that the taxpayer’s tax return has a mathematical 
or clerical error, the taxpayer has 60 days to tell the IRS that the 
taxpayer disagrees. Taxpayers should provide photocopies of any 
records that may help correct the error. In addition, a taxpayer may 
call the number listed on the IRS notice or bill for assistance. If 
the IRS upholds the taxpayer’s position, the IRS will make the 
necessary adjustment to the taxpayer’s account and send a corrected 
notice.  If the IRS does not adopt the taxpayer’s position, it will 
issue a notice proposing a tax adjustment (known as a statutory 
notice of deficiency). The statutory notice of deficiency provides 
the taxpayer with a right to challenge the proposed adjustment in 
the United States Tax Court before paying it by filing a petition 
within 90 days of the date of the notice (150 days if the notice 
is addressed to a taxpayer outside the United States). For more 
information about the United States Tax Court, see the Court’s 
taxpayer information page. If a taxpayer submits documentation 
or raises objections during a return examination (or audit), and the 
IRS does not agree with the position, it will issue the taxpayer a 
statutory notice of deficiency explaining why it is increasing the 
tax, which gives the taxpayer the right to petition the U.S. Tax Court 
  
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
See page  47 above for 2016 cities and dates.
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from one of the country’s 
foremost authorities on agricultural tax law.  The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both 
days. On the first day, Dr. Harl will speak about farm and ranch estate and business planning. On the second day, Dr. Harl will cover farm and ranch 
income tax. Your registration fee includes written comprehensive annotated seminar materials for the days attended and lunch.  A discount ($25/day) 
is offered for attendees who elect to receive the manuals in PDF format only (see registration form online for use restrictions on PDF files).
The topics include:
  
The seminar registration fees for each of multiple registrations from the same firm and for current subscribers to the Agricultural Law 
Digest, the Agricultural Law Manual, or Farm Estate and Business Planning are $225 (one day) and $400 (two days).  The early-
bird registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted fees by 
purchasing any one or more of our publications. See www.agrilawpress.com for online book and newsletter purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
 Agricultural Law Press
 127 Young Rd., Kelso, WA  98626
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 Corporate-to-LLC conversions
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
    Status of the corporation as a farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and Dissolution
  of Corporations
 Corporate stock as a major estate asset
 Valuation discounts
 Dissolution and liquidation
 Reorganization
 Entity Sale
 Stock redemption
Social Security
   In-kind wages paid to agricultural labor 
Second day
FARM INCOME TAX
New Legislation
Reporting Farm Income
 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Leasing land to family entity
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
 Reporting federal disaster assistance benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Repairs and Form 3115; changing from accrual
  to cash accounting
 Paying rental to a spouse
 Paying wages in kind
 PPACA issues including scope of 3.8 percent tax
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
 Sale and gift combined.
Like-kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
First day
FARM ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
 Unified estate and gift tax rates
 Portability and the regulations
 Federal estate tax liens
 Gifts to charity with a retained life estate
Gifts
 Reunification of gift tax and  estate tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
